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VLI7ED NTLODOT:

i The issues of the Anyjlo-irgentine Trade Apreemen’

The Anglo-Argentine Yrade Agreement clearly violates
the princinle of wmultilstersal trade, to which the UK as o
¢(HA}UYV of the ITO charter is ultirately comitted (though
Argenting is not), but such a Larpain was natural for two co-
untries whose economies wre both cormlementary and short of
dollars and fOlGa Aecording to the apreement the UK is to sell
Avpentina manufaciured procucts, oil, and coal, while ouving
Trom Arpentina a range of ”Plﬂﬁfv products ineluding meat Plt@
and graln, The traue is exnee! ted to balance over a five Vec
neriod at the equivalent oi about 5250 million per year ‘n eash
direction. Prices are sub ect to anrnal renegotiation, =nd
neither country may demand the conversion of any weriodis fevope
able balances on current account intc hard currencies or gold.
At wresent the only firm cormodity contract which hasg heuz sirned

P
1

is for a ycar's sun-ly ol neatb.

The agreeme ni ie vatentiy diserinminatory apainst the Us,
nwrtlﬂu;a.Jy in view of its Iive-year life (althourh either sip-
natory can void the nac% al the end of any vear). It el ninates
dollar oil nroducts Irom Cirectly vnfgr*n the Argenflna rarket
in favor of sterling oil x d1thoush the UK will nrobably buy a2
substantial quantity of oili from US cormmanies in order to su-nly
““bﬁuulﬁd}» Avars freon oil, of which the US has traditionally
Leen the major sunplier, the arsrsement 1 7ill encourage Arjﬂni:’
to buy othor British {oo&, even though +hh equivalent US vproc ot
may be cheanspe; the US i1l be largely eliminated from the Arzene
tine market. These ape unlavorable fevelonn nts for the US:

loss of business and the rejechion of a basic economic pulicy,
maltilateralism,

F—L»

.

Pt the fact remains ithol if the UK had to »ay for
Argentine purchases in dollars or convertible ster11nﬁ 1it
eouid be bou*hf~v i that frrﬁunlpd, if wable to 501? its mant
and vheat to its natural trading pariner, could not disnose o

£

all its produce, Srom‘this it follows thal Argeuflna couid ot

N3 ‘-.li’if:'}_‘
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buy its requirenments of coal, oil, or machinery from any-
whers. Since neither couniyy can earn enough dollurs to pay
for its recuirements in the US meriket, a UK-Argentine agrse~ 4
ment on some basis other than convertible currencics had to be

reached.

The British Covernment is probably quite sincere in its
protestations of faith in tae principle that economic health
san best be maintained and the levels of world trade raisad by
the rultilateral settlement of accounts. Dut it feels that cco-
nomic health must be restored before rmltilateralisn can be Ak
stituted; nremature convertibility of the pound in 1947 brougnt
cconomie crigis. eanvhile, the UK (and other countries) mus®
do everyihing possible to renlase hard currency sources of needed
comrotities with others that don*t require payment in dollars
or convertible sterling., The mors the UK's dollar carninns fall
off, the nore it must strive to "ind non=dollar sources, L.e.,
fo “discriminate" againet the U3. The resultant "hi-lateral”
apreenents tend to restrict international trade, create high~
nrice trade areas insulated against competition, and establiish
conditions tantamount to barter. llo one argues that this Is
economic progress, and such developments that freese out UL com-
nodities may lead to serious difficulties for the US after larshall
Plan termination.

mhe TY Covernment, ncverthsless, can not now pay ruech
attention to long-run consequences and princinles, desiravie
though they admittedly ares It iz taced with the inescanable
necessity to concentrate on the moment. The Covernnent could
preserve the princinle of multilateralism at this time only by
vassing up vital trade or accepting the total exhaustion of the
sterling area gold and doller reserves in a matter of months.

9. Communists tactiss seen successful with dissatisfied
dock voriers

Y,

The current dock vorkers! wnoifieial strike which has
called out some 8,000 doclkewrs in London and has tied vp over
girhty shins in port is recognired as sterriing from the Come
munist Party's machinations to exploit every vulnerable sit-
uation in an effort to discredit and undermine fthe Labor Covern-
ment. The strike is o continuaiion of a disvute involving

ian 8comen thet has fied un two Canadian chins Jer more than
#vo monthse The London dock vorkers, 1/ho refuse to unload the
i

«

vdian shins, claim the nsirilke 1s a " oeclcout” since dock enm=
) ]
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nloyers have called of” 211 other vork vntil the Cenadian ships

sre unloaded. The Covernnent, which has stron;ly condermed Cor- |
menist activity in the strike, is loath to call out troong or,

to declare a state of liational Lrerpency (25 was done last year);
‘should the strike continue ruch lunrer, however, there +-i11 be

no othor alternative.

*mile ths Government is avare of the successiul efforts
of the Communists in prolonging rhe wildeat strike, it is seri-
ously concerned with the vnderlying cause: the evident dissatis-
factioy of the cockers with thelr unicn, +he Trangsport and Ceneral
vroplcers Tmion, which has piven tre Compunists the onnortunity to
use thoir tactics advantuseouslye. Govermaent accusations apadnst
Comun: st activities in the trade unions may bring the dockers
back te vork, but it is Limerctl.e t.iat anion leaders endeavor to
#ind u solution or onding the lasor wnrest which is spreading
throurkout the comtry, since Cormnist nethods are only success-
ful in the UK whea the labor rank-and=file are (issatistied with
its uninn leadersilpe '

9. Jonsocrvatives rmke pre-glecctoral Cormonwealth nolicy

The cardinal noint in the racently issucd Conservative
Partr statement un ormonwealth policy is its insistence that
the commonwealth tie 1s, and :ust cuatinue to be, the closest
ond most binding of the UK's internasional allegiances. Sup~
por; of the Ull, Uastern Union, and CIEC is aifirmative, but
cusordinate. This rosition reflects a tradit.onal Conservative
aititude, and it does not in fact devalon an lssue with Laborite
rolicy, vhich is demonstrably ~ealous in its (evotion to Common-
realth and imncrial igsues.

Tn elsboratin. its vieus as a ammaign nlank, hovever,
the Conservative Party alvocates the ‘ormation of new orpanisms
in order to facilitate closer inter~{ort-onuicelth croneration:
(1) a Commonvealth defense council ari conbined zta”™”, (2) &
froun for empire economic sonsvltaticns which vould consider
ccononic priorities and seak to increase inter-Jormonvealth trade
within the Crancivork of imnerisl nrcferences, aud (3) a Cormoi=
vwealth Tribunal, renlecing the Judi-ial Cormittee of the Privy
Courcil, vhich would atvise in tie evint of dispites between
Cormonviealth menbers. The narty also jromises Lnproved living
standards for the colonles, underined srecial msisures directad
against Comunists, and sclf-goverisient “or denacent areas as
soon as the populations are su‘ficiently mature.
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Tn ovwosing these bodies, the Labor Party will be on
stron; pround so far as fie Cormmonvealth is concerned, cince
vost of the Cormonwealth countrics are omosed to fornal organi-
sations., Since Labor can justiriably toke nride in its MONAFC-
cent of Comacneanlth relations and particularly cen point to
Attleets vniversally acclaimed achiovenent of keeving Irdia in
the Oormonvealth, the more sneelile Conservative platform will
probably not win the warty pmany votes; it will apneal yrinarily
ig traditional Conservatives rather than to the all impurtant
ioating votes TIOUGVET, should the economic situstlon continue
to deteriorate, the int er~Corront.2alth economic polieles advo-
cated by the Conservaltives aisht win them greater niddle clu®s
surort in the overall context of renmudiation of the Labor hovern~
menk's economic nolicless

4. DBritaints Cyrencican action draus tro-uay criticlism

is so olten has cerurred to the fpitish in the 1fddle

y i, they are being damed fron two sides Tor thelr re-~
+ aotion te moks Cyrenaica internally sclf~-governing. The
Tiena prond into the "unilateral” Dritish action the aim of
Tudine Ttaly fron firtber inbluence in their ex~-colony; it
ons issue on vhich Ttalian rirht-ingers and Corrmnicts can
ce. “toh of the Arst vorld takes unbrofoe at the svlitting
Libya and the sunnoscd nrenaration of Trinolitania for a re-
rn of the Ttalians. BDratain hos sotel, of course, lorrely
ovt of rorard for its stratepic intercnts in the lediterransang
these reonire the continuing rotention of military rifhts in
Cyronaica. The step accords, noreover, vith desires inhierent
in rising Arab nntionalisyi, thet has been avparent since the war
a1l over the Arab wrorld, und 1t doss not necessarily nrejudice
a future unity of Libya.
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5, Crimne meets the econonic jgsucs with little action

Chancellop Crimns's widely avnited declaration to Parlia-
ment rearding

npitain's incrcasin ly serious financial situabtion
sontained, accopding to vrelininary renorts, few of the hard and

sncolfic nensures i3eh bed beon expected in order to nroduce

an Lmmediate reduction in the dollar outilow. This waii~and-see

ettitude is difficult to .nderstand in view of the urgency of the
situatlion. '
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Crivps indicated thet the dollar drain during the seqond
~uarter of 19489 nad neariv deubled that of the first ou&rtexg '
and that gold and dollar reserves siond present af 31,02
miilion, vell below vhat had beer cons liPP\d a safe minimm,
Ye aseribed the inerensinge drain as largely the result of de-
ereased sterling area salcg Lo tle US, but he declared emphati-
cally that the Treasury nas no intention o devaluing the pound.

v way of immediate neasures, Crions bt%ue& that the
Government is now nostnoning dollar purchases "wherever nassible”,
olthoush existing contracts will rerein in force, and that dole
Loy eyrmnmlirﬂe other *ron on imrorts will only be vernitied
for absclute es entlals. These steps, nowﬂver, will have little
effect on the present rale of doslar drain, In oenbegber; Crivps
sta ted, a new irmort arogran 111 e dravm up =-after the Donirnion

finance lfinisters conferance and in tlie 11fht of the new ZRD
program for the yesr and of the .oriing of the new intra-turonean
payments plan. e indiecated that it might be necessary tran
to ?eauce the consumption ¢ certain fooo anc raw nateriuls from
the dollar area, Uriups also rwde The usual plea for preater
}FbQUCYJV& giticiency and preater OAUUPt eftorts, eynﬁc1“?1v te

the dollar arca. e ddvﬁ .nat the critical c“tﬂetIOH demon-
strates the need i'or "positive, long term volicies", but he did

not nrovnound any such policLet,

It is vossible that cripms held off annowneing irmort
cuis from the US for fear o the effect on IRD legisistion i
> US Congress, although he clearly Irmlicd as rmch, These

?ulu mainly affect the U3 rotton, fobzeco, and oil industrius,
?% is nossivle that he postooned hard neasures nntil after Lhe
Cormonvealth Tin ance }111Jtﬁrﬂ sonsult on coomerative measuvrss,
It is also nobS'L te that Tk iz some lack of agreenent in the
British Cabinet which romaias to be ivoncd out. In any ev rent,
Orivns has not resnonded te a silvaiion which would sszem te heve
callaed for imnediate dracorian weasurves.
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1. Immediste crisis cver South Sohleswis avoided

Agreement of the Iive non=-Corzmmnist parties on a South
Sehleswie policy has averted the peesibility of a coveranent
erisis and an immediate challenre to the gpcial Democratic govern-
ment 's position is now untikely. Afreement was schieved by the
~overnnentts compromlse on the question of the Denish mincrity's
rirht to self-determinction. Ppaviously the povermment hed sun-~
norted self-debermination in »rincinle but had vefused to accede
to Toderate Liberal Party demands thet Denriark request the in-
clusion in the fernman ncace treaty of a sneeific nrovision recog-
nizing the riynt of the Danish South Schleswiyers fo self-deter-
—dnation. All Iive rarties now agree to sunport self-determination:
Wso international apreerents U and to request inclusion in the
Cernen peace treaty of a provision ~urranteeing eivil rights to
+he Danish minority. The Rigsdag has nov recessed until Ostolier.

Ppior to the agrceenent the covernment had attempted ©
relieve one ccute nhase of the South Sechlesuiy situation by in-
forming France, the US and the UL of Denmark's continuing com-
sern over the excessive acoumulubion of Fast Prussian reimgees
sn South Schleswiy snd stating that Denmark is prepared o assist
in resettling the rofugees. 7ibe povernment hopes that sufficient
progress will be made in alleviating the refugee pressure ard in
securing more cqual treatment lor he Danish ninority, so thal
political tension will be easad by the time the Rigsdag reconvencs.
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1. Strike of Dagsbrun labor union resolved

A stpilke of the Corrmmist-deminated Dagsbrun labor union
in Revkjavik ended atter a 4-doy vork stonpage vhich achleved
an average vage incrcase ol seven to eifht nwercent for the strikers.
3ince this wgje jnerease was uoublc that recoriended as o demand
by the Social-Derocratic leaders of the Tederation of Icslandic
Tabor Unions the Cormmnist teaders of the Dagsbrun Unlon can slain
a preater victory for the vorirers than would heve been nossille
cuder other Leadership. The increcse may therefore jeopardize
toe Soeinl-Dencerats? retaining contvol of the Labor Union Yeder-
ation at the next election. Toelandts econc r will- suifer fronm
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he lLage increase bocause oi rusultant higher domestic and ex-
yort wrices at a time vhen commetition in the rorld marketz is

leen.
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